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General Information Letter: Tax Protester Letter.

January 27, 1998

Dear :

This is in response to your letters dated Decenber 23, 1997 and January 12, 1998,
regarding the authority of the State of Illinois to subject your inconme to
t axati on. Your letters were recently redirected wthin the Department to ny
attenti on. I1linois Departnment of Revenue (the "Departnent”) rules require that
the Departnment issue two types of letter rulings, private letter rulings ("PLR")
and general information letters ("AL"). PLRs are issued by the Departnment in
response to specific taxpayer inquires concerning the application of a tax
statute or rule to a particular fact situation. A PLR is binding on the

Departnent, but only as to the taxpayer who is the subject of the request for
ruling and only to the extent the facts recited in the PLR are correct and

compl et e. GLs do not constitute statements of agency policy that apply,
interpret or prescribe the tax law and are not binding on the Departnent, but
PLRs are binding on the Departnent. For your general information we have
enclosed a copy of 2 I1ll. Adm Code Part 1200 regarding rulings and other

informati on i ssued by the Departnent.

Al t hough you have not specifically requested either type of ruling, the nature of
your questions and the information you provided require that we respond with a
G L.

In your letter dated Decenber 23, 1997, you state the foll ow ng:

Thank you for your tinely response to nmy inquiry related to amending State
i ndividual tax returns for past years. The fact that you provided the
necessary |L-1040-X Fornms was greatly appreciated. | believe | also asked a
coupl e of questions that were, unfortunately, not addressed.

As stated in my previous correspondence to the Illinois Departnent of
Revenue, [ have provided Affidavits, Declarations and "Points and
Authorities" to the IRS In short, the facts presented within said
documents prove that | amnot a "US. citizen," "United States citizen" or

"citizen of the United States,"” as defined in 26 CFR 1.1-1(c). The facts
contained in said Affidavits and Decl arations were obtained from a nunber of
sources that I'm sure you're famliar with, such as the Internal Revenue
Code, the Code of Federal Regulations the Federal Register, unoverturned
U S. Suprenme Court rulings and the Constitution of the United States of
Anerica, as well as others. As stated to the |IRS, none of the facts
contained within the Affidavits and Declarations can be truthfully rebutted.
I have NOT exercised ANY privilege which would make ne a "person |liable" for
the Title 26, Subtitle A, graduated inconme tax. | am COUTSIDE of the
jurisdiction of 26 U S C Any presunptions(s) they may have had, to the
contrary, were in error.

As asked previously, if | am not liable for the Title 26, Subtitle A,
graduated inconme tax as a result of ny alienage to the State of the Forum of



United States Tax Laws (federal), what statute(s) make nme liable for
Illinois individual inconme taxes? Pl ease keep in mnd that | am NOT a
"citizen of the State of Illinois,"” "Resident of the State of Illinois," or
"Resident of this State." The sane applies to ny |abor. I am a sovereign
Citizen of Illinois (or of the Illinois Republic). I do not reside, |abor
or receive any type of conpensation fromwthin the "State” of Illinois, as
this is considered, in law, to be one of the federal "States," under the
jurisdiction of the [District] United States. As | am by IRC definition, a

"Nonresident Alien" under United States tax laws, | believe the sane to be
true on the state level. If Illinois Individual Income Tax regul ations are
based upon federal conformty clauses, as is the case with nost states of
the Union, then | would be outside the jurisdiction of those tax |aws as
well, provided | earn no "taxable" conpensation through the exercise of any
government-granted privil ege. Al so, please be aware that, Title 26,

Subtitle A graduated income taxes are COVWLETELY VOLUNTARY for sovereign
Citizens of one of the 50 states of the wunion, provided no taxable
conmpensation was earned through the exercise of any governnent-granted

privilege. 1In the event that | do earn conpensation "taxable" by the State
of Illinois, is there an "IL-1040-NR' Form for "Nonresident Aliens" under
Illinois Tax Laws as well? |If so, please provide ne with one, so that | may
use it when filing ny 1997 State of Illinois individual tax return. Al so,
there should also be a State Form which would serve virtually the sane
purpose as a Federal Form W8 (Certificate of Foreign Status). Pl ease

provide a copy of this formto ne as well.
To summarize, | require the followng information and State Forns:

1) If I am not liable for federal individual income taxes (Title 26,
Subtitle A graduated incone tax) as a result of ny alienage to the State of
the Forumof United States tax |aws, and earn no conpensation taxable by the
federal governnent, what statute(s) nake ne liable for State of Illinois
I ndi vi dual 1 ncome Taxes (and based upon the information provided within this
letter)?

2) In the event that | do earn conpensation taxable by the State of
Illinois follow ng the exercise of a governnent-granted privilege, is there
an | L-1040-NR Formthat | should use when filing ny return to the State? |If
not, can you provide the correct fornf

3) The State of Illinois should have a Form simlar (in purpose) to the
Federal Form W8 (Certificate of Foreign Status) for Citizens of Illinois
outside the jurisdiction of 26 US. C who are "Nonresident Aliens" under
United States tax laws (per IRC definition) and not United States citizens
as defined in 26 CFR 1.1-1(c) or citizens of the State of Illinois? I
believe it may be called a "Nonresident Wthhol ding Exenption Certificate,"”
as it is on Formb590 for the State of California.

Pl ease provide ne with the answers to these questions, as well as the
requested forms, as quickly as possible so that | nmay accurately and
correctly prepare ny tax return docunmentation for 1997. As |'m sure you
will agree, it 1is very inportant for taxpayers to provide accurate
informati on when filing their Federal and State income tax returns so that
any confusion and del ays can be avoided. Through your continued support and
nmut ual cooperation, we can keep the great State of Illinois heading in the
right direction! Thank you, again, for all your help. You may direct your
response, and the requested State Fornms, to the address noted bel ow Have a



very nerry Christmas (although these w shes are probably belated) and a
terrific New Year.

In another letter to the Departnment dated January 12, 1998, you state the
fol | owi ng:

Thank you for your response dated January 8, 1998. The tineliness of your

answers is greatly appreciated, to say the |east. At | east one of your
answers did pronpt an additional question, though I'm certain that even
that, and a few additional questions will be handled in |ike fashion. It's

conforting to know that, especially in this day and age, a Citizen can ask
guestions of governnental agencies and receive courteous and professional

treatnent. | appreciate the effort you put forth in sending nme the IL-1040-
NR, |L-1040X and IL-1040. My biggest concern is filing the correct forns
with the correct information. In that way, headaches can be avoided by

everyone invol ved.

There are as |I'msure you'll agree, many simlarities between the [Federal]
IRS and the Illinois Departnent of Revenue. These simlarities include
exenptions resulting from federal legislation, US. Supreme Court rulings,
etc. It should be noted that the Internal Revenue Code and the [State of]

Il1linois Revenue Code and inplenmenting regulations are witten for "persons
subject to its jurisdiction"

As you know in law, two separate and distinct jurisdictions exist in
I[I'linois as in all 50 states.

(a) The first is the Dedure Illinois Republic which consists of all
the Dedure county | ands. The People or the Dedure Citizens of
t hese counties and of the Illinois Republic are Sovereign and the
| awf ul governnent acts as sovereign Trustee for the purpose of
"protecting the rights of the Gtizens." The right of the
sovereign Citizen to receive conpensation to sustain his/her
existence is not a privilege taxable by the State or Federal
Gover nnment .

(b) Inside these sovereign state lands, certain areas exist which
have been legally purchased by, and ceded to, the [District]
United States, by the consent of the state |egislature, pursuant
to Article I, Section 8, Cause 17 of the Constitution for these
United States, "for the erection of forts, nagazines, arsenals,
dockyards and other needful buildings..." In these areas (which
are considered in the "exterior"” limts of the Illinois Republic,
the [District] United States is Sovereign and exercises
"exclusive jurisdiction in all cases whatsoever..." The Illinois
Revenue Code should reflect that the taxing authority of the
Franchise Tax Board is limted to all territory within these
[exterior] limts owed by or ceded to the United States. | do
not reside in such a United States Territory.

Al so, see Public Law No. 8177-76th Congress, entitled the "Buck Act". It is
found in Title 4 U S . C, Chapter 4, Section 101-113, The States. This Act
redefined the words "the States", as "Wrds of Art" which include only the
"federal States" and the "federal enclaves" and instrunentalities" within
the 50 freely associ ated conpact states. The "inhabitants" of those federal
areas as defined in the Buck Act as, "subject to the jurisdiction of the




United States." Such jurisdiction is l[imted to those born in territories
over which the United States is Sovereign.

While searching for various tax-related answers, | found two Court cases
that | believe are applicable to nmy situation, which confirmthat there is a
clear distinction made between the "State of Illinois" and the "lllinois

Republic,"” and the differences in rights enjoyed by natural born, Dedure,
sovereign Citizens as conpared to those enjoyed by "U S. citizens".

"The individual may stand upon his Constitutional rights as a Citizen...He
owes no duty to the State, since he receives nothing therefrom beyond the
protection of his life and property. H s rights are such as existed by the
law of the Land |ong antecedent to the organization of the State, and can
only be taken from him by due process of the law and in accordance with the
Constitution. He owes nothing to the public so long as he does not trespass
upon their rights.”

Suprenme Court of these United States, Hale vs. Henkle 201 U. S. 43
at 74

"Al'l subjects over which the sovereign power of the state extends [i.e.,
corporations] are objects of taxation but those [i.e., sovereign natural
born Citizens] over which it does not extend are, upon the soundest
principle, exenpt fromtaxation. This proposition may al nbst be pronounced
as self evident. The sovereignty of a state extends to everything which
exists by its own authority or exists by its perm ssion.

McCul l och v. the State of Maryland, 4 \Weat., 316

As far as | can tell, the 1L-1040 and |L-1040X are for US. citizens
"subject to the jurisdiction of the [District] United States, working or
residing within territories wunder the exclusive jurisdiction of the
[District] United States, located within the exterior boundaries of, but no

| onger belonging to, the Sovereign Illinois Republic. The Schedule NR would
be used by US. <citizens "subject to the jurisdiction of the [District]
United States", living and working outside the boundaries of a territory
under the exclusive jurisdiction of the [District] United States, and within
the Sovereign Illinois Republic. Considering the two Court rulings noted
above, one of which issued by the Suprene Court, this would appear to be
true. The Illinois Revenue Code should state that, to be required to file a
tax return, one nmust be first, "subject to the Revenue Code's personal

filing requirenment,” or something to this effect. Please confirmthe first,
second and | ast sentence of this paragraph for ne.

The Adm nistrative Code for the State of Illinois should have a "FEDERAL
CONFORM TY" cause which relies on Subtitle A of the Internal Revenue code
to determine if any individual is subject to withholding at the source. For
exanple, Title 22, Section 4340-1(f) of the Admnistrative Code for the
State of California states, "The requirenents for a conplete exenption from

state wage for the State of California states, "The requirenments for a
compl ete exenption from state wage wi thholding are the same as the federal
requirenments.” | do not access to this publication and, unfortunately, mnust

rely on your generosity and professionalismto obtain answers found therein.

If the Adm nistrative Code for the State of Illinois has such a clause which
states the sanme thing (as | believe it nust), then ny conpensation (from ny
enployer) is not subject to withholding at the source, | would only be

required to file an 1L-1040-NR return to report interest received from the



financial institutions | do business wth (State-chartered banks). Can you
confirmthis as being correct?

My two final questions should be rather sinple for you to answer
(hopeful ly). The definition of "income" is not clear within the Illinois
Revenue forns, as the word "inconme" is used within the definition. Can you
confirm that the term "inconme" has the same neaning for both Federal (as
defined by the U S. Suprenme Court) and State taxes? |In |like vein, does the
term "wages" have the sanme definition for both Federal and State taxes? Can
you confirmthese two definitions for nme?

In order to prepare ny individual tax return for 1997 correctly (to claim
overpaynent of State taxes withheld), it is inperative that | obtain witten
confirmati on of these statenents.

Pl ease find a copy of "AFFIDAVIT OF CLAIMS FOR EXEMPTI ON AND EXCLUSI ON FROM
GRCSS | NCOVE OF REMUNERATI ON, WAGES AND W THHOLDI NG' that | provided to the
I nt er nal Revenue Service/Kansas Cty Service Center (final page of

transmittal). You may find the information contained therein to be of help
to you. If possible, please incorporate it into whatever file or record
system you nmay have on (probably based upon nmy SSN). In addition, | would
also like to assure you that | am NOT a tax protester. | agree that the
Title 26 Subtitle A graduated incone tax is both legal and constitutional
when inmposed upon the proper subjects of taxation. I am and have always
been, nore than willing to pay any tax for which I amli able.

As stated in ny initial letter, you may direct your response(s) to the
address noted bel ow ny signature. I sincerely appreciate all the help and
effort you are putting forth on ny behalf, and thank you for your patience
and attention.

Pl ease be advised that the Departnment is not related to or derive its authority

to collect the Illinois income tax from the Internal Revenue Service ("IRS").
Therefore, the Departnment was not a party to any docunents that you may have sent
to the IRS regarding your federal income tax liability. You nust direct
guestions concerning your federal income tax liability to the IRS. Further, the
docunents that you may have sent to the IRS do not affect your Illinois incone
tax obligation. Therefore, your references to the IRS are inappropriate in
regards to your Illinois incone tax liability.

You stated in your letters that you are not a citizen of the United States nor a
resident of Illinois. Instead, you stated that you are a nonresident alien of
Il'linois. The Fourteenth Anmendnent of the United States Constitution provides
that "[a]ll persons born or naturalized in the United States, and subject to the
jurisdiction thereof, are citizens of the United States and of the State wherein
they reside.” A person cannot be a nonresident alien of a state if he or she
resides in that state. Canni ff v. Comm ssioner of Internal Revenue, No. 94-2937,
U S App. LEXIS 8613 (7th Gr. April 6, 1995). In your letter to the Departnent,
you indicated that you currently reside in Durand, Illinois. Thus, you are a
resident of the State and are subject to the State's incone tax. To revoke your
IIlinois residency status, you nust physically |leave the State with the intent to

establish residency in another state. 86 Ill. Adm n. Code 100.3020(b). Further,
in your letter dated Decenber 23, 1997, you referred to yourself as one of the
"...sovereign Ctizens of one of the 50 states of the Union." By using the word

"citizen", you are admtting that you are either a citizen of the United States
or a resident of the State of Illinois (the state in which you live), or both.



O herwise, the term "citizen" would have no neani ng because a nonresident alien
cannot be a citizen of the United States.

As a resident of the State, the Illinois Constitution establishes a nexus between
you and the Departnent. The State Code of Civil Procedure (the "CCP") grants an
adm ni strative agency the power under |law to nmake adm nistrative decisions. The
CCP includes each departnent of the State within the definition of admnistrative
agency. 735 |ILCS 5/3-101. The Civil Admnistrative Code of Illinois (the
"Code") states that the Departnent of Revenue is one of the several departnents
of the State Governnent. 20 ILCS 5/2 and 3. Therefore, the Departnent is an
adm ni strative agency and has the authority to handle matters arising under the
I1linois Income Tax Act ("IITA"), which includes obtaining jurisdiction over all
t axpayers. The Il1linois General Assenbly enacted the IITA effective August 1,
1969. 35 ILCS 5/101 et seq. Since the Departnent admnisters the IITA under a
del egation of authority from the General Assenmbly, it has the authority to
collect the State income tax (IITA Section 201(a) and (b)). The obligation to

pay Illinois inconme tax is not limted to federal, state and nunicipal enpl oyees.
The State's incone tax is inmposed on every resident who earns income in Illinois.
Only those itens that are expressly provided for in the IITA are exenpt from
taxation in Illinois. The 11 TA does not contain exenptions for incone earned
from a private enployer or from self-enploynent activities. Thus, although you
may not be a governnent enployee, your inconme is still subject to taxation in
Illinois if you are a resident of this State. Even if you are a nonresident, any
i ncone you received due to personal services performed within Illinois is taxable

by the State.

In addition to the authority cited above, Article I X, Section 3, of the Illinois
Constitution expressly provides for an incone tax, and Section 1 of Article IX
grants the General Assenbly the power to raise revenue by law. Pursuant to this
authority, the General Assenbly enacted 35 ILCS 5/101 et seq., commonly known as
the I'llinois Income Tax Act ("II1TA"). Under the IITA the definition of the term
"person” includes the term "individual". 35 ILCS 5/1501(a)(18). The 1ITA
defines the term "resident"” as "an individual (i) who is in this State for other
than a tenporary or transitory purpose during the taxable year. " The term
"taxpayer" is defined as "any person subject to the tax inposed" by the I|ITA,
whi ch inposes a tax neasured by incone on "every individual. . . for each taxable
year. . .on the privilege of earning or receiving incone in or as a resident of
this State." 35 ILCS 5/201(a). In both of your letters to the Departnent, you
indicated that you reside in Durand, Illinois. As an individual who resides in
the State and who earns or receives incone in the State, you are a "taxpayer" of
the State and are subject to the State's incone tax. Therefore, since you
receive wages or other incone, the statement in your letter dated Decenber 23,
1997 that you do not earn any taxable conpensation in Illinois is incorrect.

You stated in your letter dated Decenber 23, 1997, that you do not earn any
"taxabl e conpensation through the exercise of any governnent-granted privilege."

As defined in IITA Section 1501(a)(3), the term "conpensation" nmeans "...wages,
sal aries, comm ssions and any other form of renuneration paid to enployees for
personal services." The |IITA does not define the term "wages". However, under
Il TA Section 102, any term not defined in the IITA "...shall have the sanme
meaning as when wused in a conparable context in the United States Internal
Revenue code...." Section 3401(a) of the IRC defines "wages" as "...all
remuneration...for services perforned by an enployee for his enployer...."
Pursuant to |IRC Section 3401(c), the term enployee includes "...an officer,
enpl oyee, or elected official of the United States, a State, or any political
subdi vision thereof, or the District of Colunmbia....” [|RC Section 3401(c) is not

a limtation of the definition of the term "enpl oyee". I nstead, the purpose of



that subsection is to expressly include governnment officials and enpl oyees within
the definition of the term "enployee", but it does not limt the definition of
such termto those individuals. Therefore, although you may not be a government
official or enployee, any renunerations you receive from an enployer in exchange
for personal services are included within the definition of "wages" as that term
is defined in I RC Section 3401.

In your letter dated January 12, 1988, you requested information regarding the
meani ng of the term "incone". The |1 TA does not contain a definition for the
term "incone". IRC Section 61 states that conpensation for services (i.e.,
wages) are included in inconme and that the term "gross incone" includes "income
from what ever source derived, included (but not |limted to)" the types of incone
listed in that section. Federal courts have consistently held that wages nust be
i ncluded in gross incone. Ficalora v. Comm ssioner of Internal Revenue, 751 F.2d
85, 86 (2nd Cir. 1984). The terns inconme and gross inconme are not defined in the
Il TA However, pursuant to IITA Section 102, Illinois adopts the meaning given
to the term "inconme" in IRC Section 61 and the definition of adjusted gross
income in IRC Section 62. Section 203(a) of the IITA uses these terns to define
base i ncone, which is used in Section 202 of the IITA to define net incone. Your
Illinois income tax liability is based on your net incone.

In both of your letters to the Departnent, your referred to the ""lllinois
Republic". Please be advised that there is no such entity known as the "lIllinois
Republic". The State Constitution is |abeled the "Constitution O The State of
Il1linois" (enphasis added). The first line of the State Constitution clearly

states "W, the People of the State of Illinois" (enphasis added). On April 18
1818, the United States Congress passed enabling legislation to allow the people

of the Illinois territory "to form. . . a constitution and state governnent.

and when forned, shall be admtted into the Union upon the sanme footing with the
original states, in all respects whatever." 3 US Stat. at Large, 428. On
August 26, 1818, the Illinois territory held a constitutional convention which
accepted the provisions of the enabling act. On Decenber 3, 1818, Congress
accepted Illinois into the Union by passing the follow ng resolution: "That the
state of Illinois shall be one, and is hereby declared to be one, of the United
States of Anerica, and admtted into the Union on an equal footing with the
original states, in all respects whatever." Resol uti on of Congress, Decenber 3,
1818, 3 U.S. Stat. at Large, 536. See Richey v. Indiana Dept. of State Revenue,
634 N E.2d 1375, 1994 Ind. Tax LEXIS 20. Therefore, Illinois is one of the
states of the United States. Since you stated in your letter to the Departnent
that you live in Durand, Illinois, you live in the State of Illinois, not the

"I''li nois Republic".

Pursuant to IITA Section 201, Illinois inmposes a tax neasured by net income on
every individual who earns or receives income in Illinois. Under such authority,
the Illinois incone tax is inmposed on residents, and on nonresidents if such
individuals earn or receive income within the State. Any individual who does not
come within the nmeaning of the term "resident", as defined in IITA Section
1501(a)(20), is a nonresident pursuant to I1TA 1501(a)(14). [I'linois residents
must file 1L-1040 (Illinois Individual Income Tax Return). Nonr esi dents must
file 1L-1040 and attach Schedule NR (Nonresident and Part-Year Resident
Conputation of Illinois Tax), and nust conpute his/her Illinois income tax

liability as directed on such form and the acconpanying schedule. Residents and
nonresidents may file IL-1040-X (Anended Individual Income Tax Return) if they
need to make adjustments or corrections to information previously reported on
their 1L-1040 or on Schedul e NR Further, if you are a nonresident, you would
not report interest income received from financial institutions located in
I1linois on your Illinois tax return. A nonresident would report such income on



his personal tax return for the state where he resides. However, based on

earlier discussions, you are a resident of Illinois, and therefore would not
attach Schedule NR to your |L-1040. Further, Illinois does not have a form that
serves the same purpose as federal Form WS8. A person has "foreign status" in
references to the United States, not individual states. If a person does not
live in a state, he is a nonresident of that state. Such person would file that
state's nonresident tax return. As previously stated, in Illinois, a nonresident

would file IL-1040 and attach Schedul e NR

There is no such statute known as the "lIllinois Revenue Code" as you referred to
in your letter dated January 12, 1998. Income taxes in Illinois are determ ned
pursuant to provisions in the Illinois Incone Tax Act, 35 ILCS 5/101 et seq.
Section 502 of the IITA requires an individual taxpayer to file an Illinois
personal income tax return if such individual is: (i) liable for a tax inposed

by the Il TA or (ii) required to file a federal incone tax return, regardless of
whet her such person is liable for a tax inposed by the IITA in the case of a

resi dent . If you are a nonresident who received or earned inconme in Illinois,
you will be required to file an Illinois personal incone tax return pursuant to
item (i) above. Alternatively, if you are an Illinois resident, you wll be
required to file an Illinois incone tax return pursuant to item (ii) above.
Therefore, even if you are a nonresident of Illinois, you would still be required
to file an Illinois personal inconme tax return and wll be subject to the
Illinois income tax if you receive or earn income within this State that is
subject to the IITA Thus, nonresident status will not elimnate your Illinois

income tax liability.

As provided for in IITA Section 701(a), your enployer is required to wthhold
Illinois inconme taxes from your wages if such enployer mmintains an office or
transacts business within this State and is required under the provisions of the
IRC to withhold a tax on conpensation paid in this State. As prescribed in IRC
Section 3402(a), "...every enployer nmaking paynent of wages shall deduct and
wi thhold wupon such wages a tax determned in accordance wth tables or
conput ati onal procedures prescribed by the Secretary." Since you earn wages that
are paid in Illinois and your enployer is required to withhold federal taxes from
such wages pursuant to |IRC Section 3402(a), your enployer is required to w thhold
Illinois income taxes from your wages. Further, even if your enployer is not
required to withhold Illinois inconme taxes from your wages, conpensation paid to
you for services perfornmed in Illinois would still be subject to the Illinois
i ncone tax. In such situation, you would be required to make estimated tax
paynments as provided for in Article 8 of the IITA. Therefore, any incone earned
in lllinois and reported on Schedul e NR woul d be subject to taxation in Illinois.
Finally, the I TAin no way is based on or depended upon the laws of the State of
California. Therefore, it is inappropriate to cite such laws as a basis for a
tax position in Illinois.

You may contact the Departnent if you have additional questions.

Si ncerely,

Paul Casel ton
Associ ate Chi ef Counsel (Incone Tax)



